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MEMORANDUM

TO: Docke t Contro l

FROM : Erne s t J ohns on . ,
Dire c tor /.
Utilitie s  Divis ion

DATES November 9, 2007

S TAFF REP ORT FOR DELLS  WATER COMP ANY'S  AP P LICATION FOR A
P ERMANENT RATE INCREAS E (DOCKET NO. w-01384A_07-0314)

Attached is the  S ta ff Report for De lls  Wate r Company's  applica tion for a  pe rmanent ra te
increase . S ta ff recommends approva l of the  ra te  increase  applica tion using Sta ffs  recommended
rates and charges.

An y p a rty wh o  wis h e s  ma y file  co mme n ts  to  th e  S ta ff Re p o rt with  th e  Arizo n a
Corpora tion Commiss ion Docke t Control by 4:00 p.m. on or be fore  November 19, 2007.
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Mr. J im We s t
Authorized Representa tive
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365 East Coronado Road, Suite  200
Phoenix, Arizona  85004

Mr. Chris tophe r C. Ke e le y
Chie f, Le ga l Divis ion
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EXECUTIVE SUMMARY
DELLS WATER COMPANY

DOCKET NO. W-01384A-07-0314

Dells Water Company ("Dells") is an investor-owned water utility operating in Yavapai
County, outside the City of Prescott. Dells water system is located within the Prescott Active
Management Area.

Dells is a  subsidiary of its parent company,  Glenarm Land Company ("Glenann").
Glenami a lso owns Wilhoit  Water  Company ("Wilhoit"). Wilhoit  is  composed of three
independent water systems: Thunderbird Meadows water system is located in Wilhoit, Arizona,
Yavapai Mobile Home Estates water system is located in Chino Valley, Arizona, and Blue Hills
water system is located in Dewey, Arizona. The three Wilhoit water systems, along with Dells,
are managed by Glenann.

Staff recommendations will only be presented for Dells in this Report. Please see Staff" s
separa tely filed repor ts  for  the other  three Wilhoit  systems. Dells  provides service to
approximately 75 customers and its current rates were effective May l, 1990, per Decision No.
56856.

Dells' proposed rates, as filed, would produce total operating revenue of $21,141, an
increase of $7,927 or 59.9 percent above test year revenue of $13,214. Dells' proposed rates
would increase the typical residential bill with a median usage of 3,419 gallons, from $7.70 to
$14.09 for an increase of $6.39 or 83.0 percent.

Staff recommends total operating revenue of $27,496, an increase of $13,526 or 96.8
percent above the Staff adjusted test year revenue of $13,970. Staffs recommended rates would
increase the typical residential bill with a median usage of 3,419 gallons, from $7.70 to $15.97
for an increase of $8.27 or 107.4 percent.

Staff recommends that rates authorized in this case not become effective until the month
subsequent to the Company filing in this docket a finalized plan (agreement with the Yavapai
County Treasurer's Office) for payment of all of its delinquent property taxes owed on its utility
property in Yavapai County.

According to i t s  f i l ing,  Dells  r eques ted r a te increase is  to help  pay for  sys tem
maintenance and a modest return on its investment. Dells has failed to seek a rate increase in
over seventeen years.
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Fact Sheet

Compa ny: De lls  Wa te r Compa ny

CC&N: De cis ion No. 27705, da te d J une  16, 1953

Current Ra tes : Decis ion No. 56856 da ted April 4, 1990 with e ffective  da te  of May 1, 1990

Type  of O wne rs h ip : Arizona  "C" Corpora tion

Loca tion : The  wa te r s ys te m  is  loca te d  a pproxim a te ly four m ile s  north  of P re s co tt in  Ya va pa i
Coun ty in  a n  a re a  known  a s  G ra n ite  De lls . The  Com pa ny is  loc a te d  in  the  P re s c o tt Ac tive
Ma na ge me nt Are a .

Rates

Permanent ra te  increase  applica tion filed: May21, 2007. The  applica tion became  sufficient on
September 10, 2007.

P rior te s t ye a r Ende d: De ce mbe r 31, 1988

Curre nt te s t ye a r Ende d: De ce mbe r 31, 2006

Mete red  Ra te s
Com pa ny
Curre nt
Ra te s

Com pa ny
P ropos e d

Ra te s

S ta ff
Re com m e nde d

Ra te s

$6.00
$9.00

$15.00
$30.00
$48.00

N/A
N/A
N/A

2,000
1.20
N/A
N/A
N/A

$8.00
$18.00
$30.00
$60.00
$96.00

$180.00
$300.00
$600.00

0
1.78
N / A
N / A
N / A

$11.00
$16.50
$27.50
$55.00
$88.00

$176.00
$275.00
$550.00

0

$1.37
$2.06
$2.47

Monthly Minimum Cha rge
5/8 x 3/4 - inch me te r
3/4 inch
1 -inch
1 1/2 -inch
2-inch Turbo
3-inch Turbo
4-inch Turbo
6-inch Turbo

Ga llons  in Minimum
Per 1,000 ga llons
0 to 3,000 ga llons
3,001 to 10,000 ga llons
Excess  of 10,000 ga llons

Tvpic a l re s ide n tia l b ill
Average  use  (4,886 gallons)
Median use  (3,419 ga llons)

$9.46
$7.70

$16.70
$14.09

$18.99
$15.97
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Customers

Number of customers  in prior tes t year (December 31, 1988): 59

Average number of residentia l customers in the  current test year (December 31 , 2006) :
Current test year customers by meter size :

68

5/8 X 3/4 inch
3/4 inch

1 .- inch
1 1/2 - inch

2 - inch
4 - inch
6 - inch

68
0
7
0
0
0
0

Seas ona l cus tom ers  : N/A

Customer notifica tion for ra te  applica tion filed: June  18, 2007

Number of cus tomer compla ints  and/or opinions  concerning ra te /financing applica tions  filed: 0

Percentage of complaints to customer base: 0 percent
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S umma ry o f Filing

On Ma y 21, 2007, De lls  Wa te r Compa ny ("De lls " or "Compa ny") file d a n a pplica tion for
a  pe rma ne nt ra te  incre a s e  with the  Arizona  Corpora tion Commis s ion ("Commis s ion"). On
September 10, 2007, the  applica tion was deemed sufficient.

The  te s t ye a r re sults  a s  a djus te d by Utilitie s  Divis ion S ta ff ("S ta ff") of the  Commiss ion
reflect tota l opera ting revenue  of $13,970 and an opera ting loss  of $9,345 or no opera ting margin
as  re flected on Schedule  FBM-l. The  adjus ted origina l cos t ra te  base  ("OCRB") is  $5,904.

De lls  propos e d ra te s , a s  file d, would produce  tota l ope ra ting re ve nue  of $21,141 a rid
ope ra ting income  of $7,954 or a  37.62 pe rce nt ope ra ting ma rgin. The  Compa ny cla ims  a n
OCRB of ne ga tive  $34,417. The  Compa ny's  propos e d ra te s  would incre a s e  the  typica l
re s ide ntia l biol, with a  me dia n usa ge  of 3,419 ga llons , from $7.70 to $14.09 for a n incre a se  of
$6.39 or 83.0 percent, as reflected on Schedule  FBM-5 .

S ta ff re comme nds  ra te s  tha t would produce  tota l ope ra ting re ve nue  of $27,496 a nd
ope ra ting income  of $4,l74, or a  15.18 pe rcent ope ra ting margin. S ta ff re commends  an OCRB
of $5,904. S ta ffs  re comme nde d ra te s  would incre a se  the  typica l re s ide ntia l bill with a  me dia n
us a ge  of 3,419 ga llons , from $7.70 to $15.97 for a n incre a s e  of $8.27 or 107.4 pe rce nt, a s
reflected on Schedule  FBM-5 .

Company Background

The  Compa ny re ce ive d its  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity ("CC&N") in
Decision No. 27705, dated .Tune 16, 1953.

During the  te s t ye a r e nde d De ce mbe r 31, 2006, De lls  provide d wa te r s e rvice  to a n
average  of 75 metered customers. 68 residentia l customers were  served by 5/8 X 3/4-inch meters
and 7 commercia ls  customers  were  served by l-inch meters .

Consumer Services

Staff research of the  Consumer Service  da tabase  revea led tha t from January Ol, 2004 to
present, there  have  been no compla ints , inquiries , or opinions  filed for Dells , and the  Company is
in good s tanding.

1 5/8 x 3/4 -inch meter.
2 The commercial cus tomers  were re-confirmed by Company via  e-mail, dated October 10, 2007.
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Compliance

S ta ff' s  re vie w of the  De cis ion No. 58102 a nd re la te d S ta ff me mora ndums  re ve a le d
seve ra l a rea s  of non-compliance  with previous  Commiss ion Orde rs . A discuss ion of each non-
compliance  issue  is  presented below:

Sale of Assets and Cancellation of a Portion of the Wilhoit Certificate of Convenience and
Necessity ("CC&N") Docket No. W-02056A-03-0490

On J uly 16, 2003, in Docke t No. W-02056A-03-0490, Wilhoit tile d a n a pplica tion for
approval of the  sa le  of tha t portion of its  asse ts  used to serve  the  Glenarm Farms water system to
the  City of Avonda le  a nd to  ca nce l tha t portion  of its  CC&N. The  a sse ts  reques ted to be
tra ns fe rre d we re  e ncumbe re d by Ma ricopa  County ta x lie ns  a t the  time  tota ling a pproxima te ly
$215,000.

Th e  a p p lica tio n  in d ica te d  th a t th e  s a le  wa s  b e in g  e n te re d  in to  u n d e r th re a t o f
condemnation. A Sta ff Report filed October 6, 2003, recommended approva l of the  sa le  and tha t
the  Commiss ion orde r Wilhoit to file  evidence  tha t the  S ta te  of Arizona  would be  pa id amounts
to sa tisfy the  outs tanding personal property tax obliga tion before  the  close  of escrow.

The  City of Avondale  a rgued tha t the  de linquent tax would be  extinguished upon the  sa le
to the  City of Avonda le  in  its  ca pa city a s  a  s ubdivis ion of the  s ta te . S ta ffs  clos ing brie f,
howe ve r, indica te d tha t citie s  a re  re quire d to pa y de linque nt prope rty ta xe s  a tta che d to the
prope rty the y a cquire . At the  time  of the  he a ring on the  ma tte r, the  City of Avonda le  wa s  on
record as  a lready providing se rvice  to the  customers  in the  Glenarm Fa ins area.

Fo llo win g  a  h e a rin g ,  a  P ro p o s e d  Ord e r wa s  is s u e d  o n  J a n u a ry 7 ,  2 0 0 4  wh ich
recommended approva l of the  sa le  and cance lla tion of a  portion of the  CC&N subject to seve ra l
conditions , one  of which was  the  tiling of evidence  tha t the  outs tanding tax liens  we re  sa tis fied
before  the  close  of escrow or 30 days  from the  Decis ion, whichever occurred firs t.

According to the  Commis s ion's  re cords , Wilhoit re que s te d tha t cons ide ra tion of the
P ropos e d  Orde r be  pu lle d  from the  Ope n  Me e ting  a ge nda  a nd  it wa s . Wilhoit ne ve r
subsequently requested that it be  placed back on the  agenda. On June 7, 2004, the  Commission's
Le ga l Divis ion s e nt a  le tte r to Mr. Dougla s  Ma rtin who re pre s e nte d Wilhoit Wa te r Compa ny,
requesting that the  Company have the  case  placed on an Open Meeting agenda before  December
31, 2004. There  was no docketed response  to the  le tter.

The  sa le  and de le tion docke t remains  open and Wilhoit is  s till the  company of record for
this  a rea  on the  Commiss ion's  maps  and records . To facilita te  the  process ing of the  case , S ta ff
sent a  le tte r to the  parties  of record on September 13, 2006, requesting the  following information:

1 .

2 .

Has the  transaction been consummated? If so, on what date?
Please provide a  copy of the executed sales agreement.
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3. Wha t a re  the  pa rtie s  inte ntions  re ga rding the  P ropose d Orde r a nd the  Comnlis s ion's
review and vote  on this  matte r?
Wha t is  the  s ta tus  of the  prope rty ta x de linque ncie s  of Wilhoit Wa te r Compa ny
re la tive  to the  area  transferred to Avondale?

S ta ff did not re ce ive  a ny re sponse s  from a ny pa rty a nd the  le tte r to Wilhoit's  a ttorne y
was re turned as non-deliverable .

On June 21, 2007, in the  course  of the  current ra te  cases, Staff sent Wilhoit a  data  request
which included the  four questions  lis ted above . Wilhoit responded to tha t da ta  request producing
the  sa le s  agreement with the  City of Avonda le  da ted July 3, 2003. Wilhoit a lso represented tha t
the  sa le  was consummated on September 10, 2004, and that the  a ttorney for the  City of Avondale
has been unable to resolve the tax issue.

The  transfe r case  is  now over four yea rs  old. Wilhoit's  we lls  and pipe  in the  transfe r a rea
have  been abandoned and a re  not included in the  current ra te  requests . The  City of Avonda le  is
now dire ctly se rving the  cus tome rs  in the  tra ns fe r a re a . S ta ff conclude s  tha t it would not be  in
the  public inte res t to pursue  or further process  the  sa le  of asse ts  and C C &N cance lla tion for the
Gle na rm Fa rms  a re a  a nd re comme nds  tha t the  Commiss ion a dminis tra tive ly close  Docke t No.
W-02056A-03-0490 a nd re move  the  a ppropria te  a re a  from Wilhoit's  se rvice  te rritory a s  shown
on the  Commiss ion's  CC&N maps .

Prior Rate  Cas e Doeket No. W-02065A-90-005

In De cis ion No. 57237, da te d Fe brua ry 14, 1991, the  Commiss ion e xpre s se d conce rn
ove r proba ble  cros s -s ubs idiza tion a mong Wilhoit's  wa te r s ys te ms . Accordingly, Wilhoit wa s
orde re d to ma inta in s e pa ra te  re cords  of re ve nue s , e xpe ns e s , a nd ra te  ba s e s  for e a ch of its
systems. In  the  fo llowing  ra te  ca s e  (Docke t No . W-02065A-92 -0120 ),  Wilho it wa s  in
compliance  with this  recordkeeping provis ion of the  Orde r. However, the  Company is  no longe r
in compliance , and it could not support separa te  expenses and ra te  bases  for each of its  systems
in the  curre nt ra te  ca s e . Wilho it is  ou t o f complia nce  with  the  Na tiona l As s ocia tion  o f
Re gula tory Utility Commis s ione rs  ("NARUC") Uniform S ys te m of Accounts  ("US OA").

Prior Rate Cas e Docket No. W-02065A-92-0120

Staff' s  review of a  notice  of lega l action da ted September 14, 1993, as  filed by the  Lega l
Divis ion of the  Commiss ion re ve a le d tha t the re  a re  s e ve ra l complia nce  ite ms  unre solve d tha t
a ros e  from De cis ion No. 58102 da te d De ce mbe r 9 , 1992. Wilhoit wa s  re quire d to  do the
following:

4.

a. Wilhoit Wa te r Compa ny, Inc. s ha ll file  copie s  with the  Dire ctor of the  Utilitie s
Divis ion of "pa id-in-full" ta x s ta te me nts  for curre nt prope rty ta x pa yme nts  within
90 days of the  tax sta tement due date  (Due 2/1/93).
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Wilhoit Wa te r Compa ny, Inc. s ha ll ma ke  a rra nge me nts  with the  a ppropria te
taxing authoritie s  to repay a ll accrued property tax and associa ted inte res t and to
provide  writte n s umma ry to  the  Dire ctor of Utilitie s  Divis ion of the  de ta ils  of
such arrangements/agreements (Due 6/9/93).

Wilhoit is  not curre nt on its  prope rty a nd s a le s  ta x pa yme nts . In a ddition, Wilhoit ha s
de linquent taxes  going back to the  ea rly l990's . Copies  of the  amounts  owed separa ted by wate r
system from the  Yavapai County Assessors ' web s ite  (da ted October 23, 2007) a re  as  follows:

Pa rce l No. Company/Water System Back Taxes  Owed

907-60-190 The  Dells  Wate r Company $6,316.40

929-92-340 Wilhoit Wa te r Compa ny
Thunderbird Meadows

$39,661 .22

929-92-290 Wilhoit Wa te r Compa ny
Blue  Hills

$6,746.51

929-95-120 Wilhoit Wa te r Compa ny
YavapaiMobile  Home Es ta te s

$26,735.81

929-95-131 Wilhoit Wa te r Compa ny
Yavapa i Mobile  Home Esta tes

$154.13

Total back taxes owed, as of October 23, 2007 $79,614.07

According to a  re sponse  to a  S ta ff da ta  reques t, Wilhoit through its  Attorney's  Martin &
Be ll, LLC., conta cte d the  Ya va pa i County Tre a s ure r's  Office . Ma rtin  & Be ll s ubmitte d  a
me mo to S ta ff s ta ting tha t Ross  Ja cobs , the  County Tre a sure r "indica te d a  de s ire  to work with
the  wa te r compa nie s  to pa y the  ba ck ta xe s  in a  time ly fa shion a nd indica te d tha t he  would be
ope n to a ba ting, a n a s  ye t unde fine d portion of the  pe na ltie s  a nd inte re s t, if a  re a s ona ble
repayment plan could be  fashioned."

Wilhoit's  a ttorneys  indica ted to Mr. Jacobs  "tha t the  Company did not currently have  the
fina ncia l whe re witha l to commit to a  re pa yme nt s che dule , but tha t if the  curre nt ra te  re que s ts
pending be fore  the  Commiss ion were  success ful, Wilhoit and De lls  would be  prepa red to ente r
into a  repayment agreement."

As Wilhoit has  not made  good on past compliance  requirements  from the  previous cases ,
and the re  is  a  pa tte rn of the  Company not paying taxes , S ta ff concludes  tha t it is  appropria te  to
defer the  e ffective  da te  for any new ra tes  approved regarding any of the  Wilhoit systems or Dells
until the  month s ubs e que nt to the  da te  a  copy of a  fina l a gre e me nt be twe e n Wilhoit a nd the
Yavapa i County Treasure r's  office  regarding payment of de linquent taxes  is  filed in this  docke t.

b.
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Othe r Compliance  Items

The  Company is  in good s tanding with the  Corpora tions  Divis ion of the  Commiss ion.

Engineering Ana lys is

S ta ff inspe cte d De lls ' pla nt fa cilitie s  on S e pte mbe r 17, 2007. A comple te  discuss ion of
S ta ffs  technica l findings  and recommenda tions  and a  comple te  description of the  wa te r sys tem
are  provided in the  a ttached Engineering Report.

On July 6, 2007, the  Company filed an approved Curta ilment Tariff.

Rate Base

S ta ff"s  a djus tme nts  incre a s e d the  Compa ny's  propos e d ra te  ba s e  by $40,321 from a
ne ga tive  $34,417 to $5,904 a s  re fle cte d on S che dule  P BM-2, pa ge  1. De ta ils  o f S ta ffs
adjustments are  discussed below.

Plant in  Service

The  Compa ny fa ile d to prope rly e s ta blis h pla nt va lue s  whe n the  wa te r s ys te m wa s
purcha s e d in 1975. It is  be lie ve d tha t pla nt is  fully de pre cia te d. The  Compa ny a ls o fa ile d to
mainta in its  own records and can not substantia te  plant additions s ince  1975.

The  Compa ny indica te d tha t the  pla nt ba la nce  wa s  a t $4,351 but the  Compa ny did not
indica te  from which plant account(s ) this  amount came . In addition, the  Company indica ted tha t
the re  we re  no pla nt a dditions . Howe ve r, in pe rforming its  a udit, S ta ff found invoice s  tha t it
cons ide re d pla nt a nd a dde d the m to the  a ppropria te  pla nt in s e rvice  a ccounts  for ra te  ba s e
ca lcula tions, as  noted be low.

Based on the  prior ra te  case , Decis ion No. 56856 da ted April 4, 1990, S ta ff, a t tha t time ,
recognized Account 311, Pumping Equipment, as  the  only plant account tha t can be  deprecia ted.
S ta ff's  Account 311 ba lance  was  $6,997 but only $3,597 can be  deprecia ted a t the  authorized 5
percent deprecia tion ra te .

S tructures  and Improvements -. Adjus tme nt "A" incre a se d this  a ccount by $1,900, from
$0 to $1,900 a s  re flected on Schedule  FBM-2, page  3 of 4. A s tructure  was  e rected in Octobe r
2005 at a  cost of $1,900 to house the pressure tank and associated pumping equipment.

We lls  a nd S prings - Adjus tme nt "B" incre a s e d th is  a ccount by $4,414, from $0 to
$4,414, a s  re fle cte d in  S che dule  FBM-2 pa ge  3 of 4 . This  a mount include s  $4,000 from
De cis ion No. 56856 a nd $414 in e quipme nt a nd la bor a ddition for one  of the  we lls  in Ma rch
2005.
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P umping Equipme nt -- Adjus tme nt "C" incre a s e d this  a ccount by $6,997, ha m $0 to
$6,997, a s  re flected in Schedule  FBM-2, page  3 of 4. This  amount is  firm Decis ion No. 56856.

Wate r Trea tment Equipment - Adjus tme nt "D" incre a se d this  a ccount by $416, from $0
to $416 as  re flected on Schedule  FBM-2 page  3 of 4. A chlorina tor was added in February 2005.

Dis tribution Re s e rvoirs  a nd S ta ndpipe s .- Adjus tme nt "E" incre a s e d this  a ccount by
$3,337, from $0 to $3,337 a s  re fle cte d on Sche dule  FBM-2 pa ge  3 of 4. This  a mount include s
$2,400 from Decis ion No. 56856 and $937 in equipment (a ir compressor) and labor addition in
Ma rch 2005.

Tra ns mis s ion a nd Dis tribution Ma ins - Ad jus tme n t "F" incre a s e d  th is  a ccoun t by
$10,838, firm $0 to $10,838 a s  re fle cte d in S che dule  FBM-2 pa ge  3 of 4. This  a mount is  from
Decis ion No. 56856.

Othe r Ta ngible  P la nt - Adjus tme nt "G" re duce d this  a ccount from $4,351 to  $0, a s
re fle cte d in S che dule  FBM-2 pa ge  3 of 4. The  Compa ny file d $4,351 in tota l pla nt but the
Compa ny did not s pe cify from which pla nt a ccount(s ) the  tota l wa s  de rive d. S ta ff put the
$4,35lamount in othe r tangible  plant and then removed it a s  pa rt of S ta ff' s  adjus tments , s ta rting
a t the  plant ba lances from Decis ion No. 56856.

Accumulated Depreciation

Staff utilized the  accumula ted deprecia tion from Decis ion No. 56856 and ca lcula ted each
subse que nt ye a r's  de pre cia tion utilizing the  Commiss ion a uthorize d de pre cia tion ra te  for pla nt
additions through the  end of the  test year.

S ta ff reduced accumula ted deprecia tion by $14,188 from $38,698 to $24,510, as  reflected
on Schedule  FBM-2, page  4 of 4.

Advances/Contributions

The  Company's  filing indica ted no advances  in a id of cons truction or contributions  in a id
of construction and Staff concurs .

Wo rkin g  Ca p ita l

The  Compa ny fa ile d to cla im a ny ca s h working ca pita l a llowa nce . S ta ff utilize d the
formula  method to ca lcula te  this  a llowance .

S ta ff incre a s e d working ca pita l by the  formula  me thod (1/24 of purcha s e d powe r a nd
wa te r, from 0 to $99, a nd 1/8 of ope ra tion a nd ma inte na nce  e xpe ns e s  from 0 to $2,483), a s
re flected in Schedule  FBM-2 page  1 of 4.
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Operating Income Statement

Operating Revenue

Staff increased test year opera ting revenue by $756, from $13,214 to $13,970 as reflected
on S che dule  P BM-3, pa ge  2 of 4 , Adjus tme nt A. S ta ffs  a djus tme nt wa s  the  re s ult of the
inclus ion of prope r re ve nue  le ve l from s e ve n 1-inch cus tome rs  whom the  Compa ny ha d
incorrectly billed as  5/8-inch mete r cus tomers .

Operating Expenses

As  pre vious ly me ntione d in  the  Complia nce  s e ction  of th is  re port, Wilhoit d id  not
ma inta in re cords  to s e pa ra te ly ide ntify e xpe ns e s  for its  individua l wa te r s ys te ms . As  a  re s ult
identifying the  expenses  directly a ttributable  to the  individua l Wilhoit sys tems  or De lls  could not
be  achieved. In an a ttempt to overcome this  recordkeeping deficiency, Glenarm a lloca ted ce rta in
expenses  among its  systems using the  following percentages: Thunderbird, 45 percent, Yavapa i,
35 pe rcent, Blue  Hills , 20 pe rcent, and De lls , 0 pe rcent. According to Glena rm, these  a lloca tion
factors represent re la tive  customer counts for the  systems a t an unspecified historica l date .

S ta ff de ve lope d a n a lte rna te  a lloca tion fa ctor for a lloca ting e xpe nse s  tha t could not be
dire ctly a ttribute d to one  of the  Wilhoit s ys te ms  or De lls  s ince  the  cus tome r counts  us e d by
Wilhoit a re  s ta le  and because  in some  ins tances  cus tomer count is  not the  pre fe rred a lloca tion
ba s is . S ta ffs  cus tome r ba se d a lloca tion fa ctors  by wa te r sys te m a re  a s  follows : Thunde rbird,
34.69 percent, Yavapai, 29.81 percent, Blue  Hills , 17.34 percent, and Dells  18.16 percent.

The specific adjusted expense accounts are  discussed below.

S ta ff s  ove ra ll a djus tme nts  to ope ra ting e xpe nse s  re sulte d in a  ne t incre a se  of $9,822,
from $13,187 to $23,009 a s  re flected on Schedule  FBM-3, page  l off.

Salaries and Wages - Adjustment B increased this  account by $8,031, from $0 to 968,031
a s  re fle cte d on S che dule  FBM-3, pa ge  2 of 4. The  Compa ny cla ims  tha t it pa ys  the  owne rs  a
ma na ge me nt fe e  but fa ile d to indica te  the  a mount in its  a pplica tion. S ta ff be lie ve s  tha t it is
a ppropria te  to dis re ga rd the  unce rta in ma na ge me nt fe e  a nd ins te a d a pplie d S ta ffs  a lloca tion
me thodology of the  tota l sa la rie s  and wages  cla imed for the  Wilhoit wa te r sys tem to de te rmine
the  appropria te  sa la rie s  and wages e xpe ns e  for De lls . The  tota l Wilhoit s a la rie s  a nd wa ge s
a mount is  $44,231 a nd ba s e d on S ta ffs  a lloca tion me thodology to De lls  of 18.16 pe rce nt,
produced $8,031 to Dells  that Staff a llowed as its  sa laries and wages expense.

Purchased Power - Adjustment C decreased this  account by $223, from $2,594 to $2,371
as re flected on Schedule  FBM-3, page 2 of 4. S ta ff disa llowed $233 of power bills  to a  not used
and use ful we ll tha t S ta ff discovered on its  s ite  vis it. The  $233 re flects  the  te s t yea r power cos ts
for tha t we ll.
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Chemica ls - Adjus tme nt D incre a s e d this  a mount from $0 to $1,180 a s  re fle cte d in
S che dule  FBM-3 pa ge  2 of 4. The  Compa ny could only s ubmit pa rtia l invoice s  for ble a ch
expenses  for the  chlorina tor so S ta ff requested a  full year es timate  and the  Company submitted
$575 a s  a  full ye a r e xpe nse  for ble a ch. S ta ff a lso a dde d the  invoice d la bor cos t of $605, from
water testing expense, to check and add bleach as necessary.

Repair and Maintenance  Expense - Adjus tment E increased this  account by $2,916, from
$3,316 to $6,232 a s  re fle cted on Schedule  FBM-3, page  3 of 4. S ta ffs  increa se s  came  from 1)
$325 in S ta ff a lloca tion me thodology of Wilhoit repa irs  and ma intenance  cos ts  tha t S ta ff could
not a s s ign to a  pa rticula r wa te r s ys te m, a nd 2) $2,643 in bille d re pa irs  a nd ma inte na nce  to
Wilhoit but a re  s pe cific to De lls . S ta ff dis a llowe d $52 in re pa irs  a nd ma inte na nce  tha t we re
actually chemicals  expense .

Office  Supplies  and Expense - Adjus tme nt F incre a se d this  a ccount by $472 from $0 to
$472 as  re flected on Schedule  FBM-3, page  3 of 4. S ta ff e s timated the  cos ts  for this  account by
ta king the  numbe r of cus tome rs , numbe r of ma ilings , pos ta ge  ra te , a nd e s tima te d cos ts  of
necessary office  supplies  for a  year. Staff" s  estimated tota l expense  to this  account is  $2,602 and
Sta ff applied its  a lloca tion methodology to a llot amounts  to the  Wilhoit wa te r sys tems.

Wate r Tes ting -- Adjustment G decreased this  account by $880, from $2,402 to $1,522 as
re flected on Schedule  FBM-3, page  3 of 4. This  adjus tment re flects  the  normalized annua l wa te r
testing costs  de termined by Staff and reported in Table  A of the  a ttached Engineering Report.

Rents - Adjustment H decreased this  account by $750, from $2,400 to $1,650 as  re flected
on S che dule  FBM-3, pa ge  3 of 4. The  Compa ny cla ims  tha t it pa ys  Gle na rm $200 a  month in
re nta l fe e s . S ta ff dis a llowe d this  re nta l fe e  a nd ins te a d use d a  four-wa y e qua l split a lloca tion
between the  four water systems of the  tota l rent expense  cost of the  three  Wilhoit water systems.

Ge ne ra l Lia bility Insura nce - Adjus tme nt I incre a s e d this  a ccount by $600, from $0 to
$600 a s  re fle cte d on S che dule  FBM-3, pa ge  4 of 4. This  a djus tme nt is  from S ta ffs  a lloca tion
methodology from the  la te s t Wilhoit workman's  compensa tion liability insurance .

Misce llaneous Expense - Adjus tment J  decreased this  account by $l,479, from $1,654 to
$175 a s  re fle cte d on S che dule  FBM-3, pa ge  4 of 4. S ta ff dis a llowe d $1,654 for which the
Compa ny could not provide  s upporting invoice s . S ta ff, howe ve r, a dde d $100 from S ta ff
a lloca tion me thodology of Wilhoit mis ce lla ne ous  e xpe ns e . S ta ff a ls o a dde d $75 in wa te r
association dues.

Deprecia tion Expense - Adjus tme nt K incre a se d this  a ccount by $138, from $0 to $138
as  re flected on Schedule  FBM-3, page  4 of 4. This  adjus tment re flects  S ta ff s  addition of plant
assets and their recommended component depreciation rates, as recommended by Staff.

3 Estimate was submitted via  e-mail.
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Taxes  Other Than Income - Adjus tment L decreased this  account by $821, from $821 to
$0 a s  re fle cte d on S che dule  FBM-3, pa ge  4 of 4. The se  we re  s a le s  ta xe s  pa id to the  Arizona
Department of Revenue and should be  removed from expenses since  the  corresponding collected
taxes were  removed from revenue.

Property Tax Expense .-- Adjus tment M increased this  account by $637, from $0 to $637
as reflected in Schedule FBM-3, page  4 of 4. This  adjus tment re flects  the  Company's  yea r 2006
prope rty ta x bill. The  Compa ny did not re port a ny ta x e xpe nse  in its  a pplica tion due  to the  fa ct
tha t the  Compa ny ha s  be e n de linque nt s ince  2001. S ta ff re comme nds  tha t the  Compa ny be
required to docket a  payment plan with Yavapai County as  a  condition to a  ra te  increase .

Revenue Requirement

The  Compa ny's  na rra tive  de scription in its  a pplica tion s ta te d tha t De lls  is  s e e king this
ra te  increase  to he lp pay for sys tem maintenance . In addition, the  Company is  seeking a  modest
re turn on its  inves tment. It has  not had a  ra te  adjus tment for approximate ly fifteen yea rs  and the
costs  to opera te  the  water company have  increased with infla tion in the  inte rim.

S ta ff utilize d a n ope ra ting ma rgin ins te a d of a  re turn on ra te  ba s e  to de te rmine  the
revenue  requirement. The  Company's  ve ry sma ll ra te  base  does  not produce  sufficient revenue
from a  ra te  of re turn to support the  Company's  needs . There fore , S ta ff utilized opera ting margin
to determine revenue requirement.

Operating Margin

De lls  propose d ra te s  a nd cha rge s  would provide  a n ope ra ting income  of $7,954 for a n
opera ting margin of 37.62 percent.

Staff' s  recommended ra tes  and charges would provide  an opera ting income of $4,174 for
an opera ting margin of 15.18 percent.

Rate Design

S che dule  FBM-4 pre s e nts  a  comple te  lis t of De lls  pre s e nt, propos e d , a nd  S ta ffs
recommended rates and charges.

De lls  propose d ra te s  would incre a se  the  typica l re s ide ntia l bill with a  me dia n usa ge  of
3,419 gallons from $7.70 to $14.09 for an increase  of $6.39 or 83.0 percent.

S ta ff s  recommended ra tes  would increase  the  typica l res identia l bill with a  median usage
of3,4l9 ga llons  from $7.70 to $15.97 for an increase  of888.27 or 107.4 percent.

S ta ff concurs  with the  Company's  se rvice  line  and mete r ins ta lla tion charges  as  shown in
Table  8 of the  a ttached Engineering Report.
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For s e rvice  cha rge s  a nd monthly s e rvice  cha rge s  for fire  s prinkle r, S ta ff re comme nds
charges tha t a re  consis tent with other water companies ' ta riffs .

Staff Recommendations

Sta ff recommends  the  approva l of S ta ff recommended ra te s  and cha rges  a s  re flected in
S che dule  FBM-4. In a ddition to colle ction of its  re gula r ra te s  a nd cha rge s , the  Compa ny ma y
collect from its  customers  a  proportiona te  share  of any privilege , sa les , or use  tax as  provided for
in A.A.C. R14-2-409.D.

S ta ff re comme nds  tha t the  Compa ny s ubmit, a s  a  complia nce  ite m in this  Docke t, a
sche dule  of its  a pprove d ra te s  a nd cha rge s  within 30 da ys  a fte r the  De cis ion in this  ma tte r is
issued.

Staff recommends that the Company, be ordered to maintain separate  revenues, expenses,
and ra te  bases for Dells  and each of the  Wilhoit water systems, and additionally, provide  separa te
ba lance  shee ts  for each wa te r sys tem. The  Company must submit, a s  a  compliance  item in this
Docke t, a n a ffida vit s ta ting tha t the  Compa ny is  ma inta ining its  books  in a ccorda nce  with
NARUC USOA within 180 days  of the  Orde r in this  proceeding.

Sta ff recommends tha t any new ra tes  approved in this  Docket not go into e ffect until a fte r
a n a gre e me nt to pa y curre nt a nd de linque nt prope rty ta xe s  be twe e n the  Compa ny a nd the
Yavapa i County Trea sure r's  Office  is  executed and filed with the  Utilitie s  Divis ion Director.

S ta ff re comme nds  tha t the  Compa ny us e  de pre cia tion ra te s  by individua l NARUC
category (See  Engineering Report).

Staff recommends approval of the  meter and service  line  insta lla tion charges as  discussed
in the  Engineering Report.

S ta ff re comme nds  tha t the  Compa ny ins ta ll a  we ll me te r on We ll No. 55-802749 forty
five  (45) days  a fte r the  Decis ion becomes e ffective . S ta ff e s timates  tha t cos ts  of purchasing one
1-inch well mete r and meter ins ta lla tion a re  about $750.

S ta ff furthe r recommends  tha t the  Company monitor the  sys tem and submit the  ga llons
pumpe d a nd s old to de te rmine  the  a ctua l wa te r los s  for one  full ye a r. The  re s ults  of this
monitoring and reporting should be  docke ted as  a  compliance  item in this  case  within 13 months
of the  e ffe ctive  da te  of the  Orde r is s ue d in this  proce e ding. If the  re porte d wa te r los s  for the
pe riod is  gre a te r tha n 10 pe rce nt, the  Compa ny s ha ll pre pa re  a  re port conta ining a  de ta ile d
a na lys is  a nd pla n to re duce  wa te r los s  to 10 pe rce nt or le s s . If the  Compa ny be lie ve s  it is  not
cost e ffective  to reduce  water loss  to less  than 10 percent, it should submit a  de ta iled cost benefit
ana lys is  to support its  opinion. In no case  sha ll the  Company a llow wate r loss  to be  grea te r than
15 pe rce nt. The  wa te r los s  re duction re port or the  de ta ile d a na lys is , whiche ve r is  s ubmitte d,
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sha ll be  docketed as  a  compliance  item within 13 months of the  e ffective  da te  of the  Order issued
in this  proceeding.

S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m
within 60 da ys  from the  e ffe ctive  da te  of a n Orde r in this  proce e ding, a  le tte r from ADWR
indica ting tha t the  water use  and monitoring requirements  have  been resolved.

The  sys tem a lso does  not have  adequa te  s torage  capacity to se rve  the  exis ting base  of
cus tomers . S ta ff recommends  tha t the  Company file  the  ADEQ Approva l of Construction for the
plants  re la ted to the  s torage  capacity improvement with Docke t Control a s  a  compliance  item by
December 31, 2008. (See  Engineering Report.)

S ta ff recommends tha t the  Company tile  a  new ra te  case  within five  years  of the  e ffective
da te  of the  Decis ion in this  proceeding.
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Docket No. W-1384A-07-0314
Test Year Ended December 31, 2006

Schedule FBM-1

SUMMARY OF FILING

-- Present Rates - -- Proposed Rates -

Revenues:
Metered Water Revenue
Unmetered Water Revenue
Other Water Revenues

Total Operating Revenue

Operating Expenses:
Operation and Maintenance
Depreciation
Taxes Other Than Income
Property Taxes
Income Tax

Total Operating Expense

Operating Income/(Loss)

Rate Base O.C.L.D.

Rate of Return - O.C.L.D.

Times Interest Earned Ratio (Pre-Tax)

Debt Service Coverage Ratio (Pre-Tax)

Operating Margin

NOTES: 1. The times interest earned ratio (TIER) represents the ability of the
Company to pay interest expenses before taxes.

2. Operating Margin represents the proportion of funds available to
pay interest and other below the line or non-ratemaking expenses.



Net Plant $ $$ 37,739 3,392(34,347)

7070Total Deductions $$$

2,582Total Additions $$ $ 2,582

Rate Base $$$ 40,321 5,904(34,417)

Dells Water Company
Docket No. W-1384A-07-0314
Test Year Ended December 31 , 2006

Schedule FBM-2
Page 1 of 4

RATE BASE

- Origina\ Cost -

Company
as Filed

Staff
Adjustment

Staff
Re f Re comme nde d

Plant in Service $ 4,351 $ 23,551 A $ 27,902

Less:
Acc um. Depreciation $ 38,698 $ (14,188) $B 24,510

Less:
plant Advances
Accumulated Deferred Income Taxes

$
$ 70

$
$

$
$ 70

Total Advances $ 70 $ $ 70

$0 $0 $0Contributions Gross
Less;
Amortization of CIAC 0 0 0

Net CIAC $ $ $

Plus:
1/24 Power $ $ 99 C $ 99

1/8 Operation & Mai ft. $ $ 2,483 c s 2,483

Inventory $ $ $

Prepayments $ $ $

Explanations of Adjustments
A - See Schedule FBM-2, Page 2 of 4
B - See Schedule FBM-2, Page 4 of 4
C - Allowance for cash working capital
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PLANT ADJUSTMENTS

Company
as Filed

Staff Staff
Adjustment Recommended

$ $ $
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0

$
$
$
$
$
$

$
$
$
$
$
$

301 Organization
302 Franchises
303 Land & Land Rights
304 Structures 8» Improvements
307 Wells & Springs
311 Pumping Equipment
320 Water Treatment Equipment
330 Distribution Reservoirs 8~ Standpipes
331 Transmission & Distribution Mains
333 Services
334 Meters & Meter Installations
335 Hydrants
336 Backflow Prevention Devices
339 Other plant and Misc. Equipment
340 Office Furniture & Equipment
341 Transportation Equipment
343 Tools Shop & Garage Equipment
344 Laboratory Equipment
345 Power Operated Equipment
346 Communication Equipment
347 Miscellaneous Equipment
348 Other Tangible Plant
105 C.W.l.P.

$ 4,351
0

$

0
0

1 , 9 0 0  a
4 , 4 1 4  b
6 , 9 9 7  c

4 1 6  d
3 , 3 3 7  e

1 0 , 8 3 8  f
0
0
0
0
0
0
0
0
0
0
0
0

( 4 , 3 5 1 ) 9
0

0
0

1,900
4,414
6,997

416
3,337

10,838
0
0
0
0
0
0
0
0
0
0
0
0
0
0

TOTALS $ 4,351 $ 23,551 $ 27,902

a thru g For explanations of Adjustments, see Schedule FBM-2, Page 3 of 4.
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STAFF PLANT ADJ USTMENTS

a STRUCTURES & IMPROVEMENTS - Per Company
Per Staff

$
$ 1,900 $ 1,900

To reflect the cost of a structure put in place in 2005.

b Per CompanyWELLS 8. SPRINGS -
Per Staff

$
$ 4,414 $ 4,414

To reflect the original cost recognized from prior Decision No. 56856
of $4,000 plus $414 for a pump put in place in 2005.

c PUMPING EQUIPMENT - Per Company
Per Staff

$
$ 6,997 $ 6,997

To reflect the original cost recognized from prior Decision 56856.

d WATER TREATMENT EQUIPMENT - Per Company
Per Staff

$
$ 416 $ 416

To reflect the addition of a chlorinator put in place in 2005.

e DISTRIBUTION RESERVOIRS & STANDPIPES - Per Company
Per Staff

$
$ 3,337 $ 3,337

To reflect the original cost recognized from prior Decision No. 56856
of $2,400 plus $937 for a pressure tank put in place in 2005.

f TRANSMISSION & DISTRIBUTION MAINS - Per Company
Per Staff

$
$ 10,838 $ 10,838

To reflect the original cost recognized from prior Decision No.
56856.

g OTHER TANGIBLE PLANT - Per Company
Per Staff

$
$

4,351
- s (4,351)

From the "revised" company filing, Page 14, Plant Summary, dated
8/14/2007,
Company filed total plant of $4,351 but it did not indicate what plant
account(s) the balance is from. Staff put the $4,351 balance in other
tangible plant and removed it as part of Staffs adjustments. Staff
made its adjustments starting with the plant balances per Staff from
prior Decision No. 56856.
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ACCUMULATED DEPRECIATION ADJUSTMENT

Amount

Accumulated Depreciation - Per Company
Accumulated Depreciation - Per Staff

$
$

38,698
24,5t0

Total Adjustment ($14,188)

Staff made Plant corrections based on data from prior Decision No. 56856.
Company filed that all plant assets are fully depreciated.

Accumulated Depreciation from prior Decision No, 56856
Accumulated Depreciation of Added Plant

$
$

20,818
3,692

Total Accumulated Depreciation $ 24,510



OPERATING INCOME/ $ 27 $ $LOSS) (9,066) 9,039)
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Schedule FBM-3
Page 1 of 4

STATEMENT OF OP ERATING INCOME

Company
As Filed

Staff
Adjustments

Staff
Adjusted

Revenues:
461 Metered Water Revenue
460 Unmetered Water Revenue
474 Other Water Revenues

s 13,214
0
0

$ 756
0
0

$ 13,970
0
0

Total Operating Revenue $ 13,214 $ 756 A $ 13,970

Oper

$ $ B $

C
D
E
F

601
610
615
618
620
621
630
635
641
650
657
659
666
675
403
408
408.
409

acting Expenses:
Salaries and Wages
Purchased Water
Purchased Power
Chemicals
Repairs and Maintenance
Office Supplies & Expense
Outside Services
Water Testing
Rents
Transportation Expenses
Insurance - General Liability
Insurance - Health and Life
Regulatory Commisssion Expense - Rate Case
Miscellaneous Expense
Depreciation Expense
Taxes Other Than Income
11 Property Taxes
Income Tax

0
2,594

0
3.316

0
0

2,402
2,400

0
0
0
0

1 ,654
0

821
0
0

8,031
0

(223)
1,180
2,916

472
0

(880) G
(750) H

0
600

0
0

(1,479) J
138 K

(821) L
637 M

0

I

8,031
0

2,371
1,180
6,232

472
0

1,522
1,650

0
600

0
0

175
138

0
637

0

Total Operating Expenses $ 13,187 $ 9,822 $ 23,009

$ $ $

Othe
419
421
427
XX

426

r Income/(Expense):
Interest and Dividend Income
Non-Utility Income
Interest Expense
Reserve/Replacement Fund Deposit
Miscellaneous Non-Utility Expense

0
0
0
0

0
0
0
0

0
0
0
0

Total Other Income/(Expense) $ $ $

Q



Dells Water Company
Docket No. W-1384A-07-0314
Test Year Ended December 31, 2006

Schedule FBM-3
Page 2 of 4

STAFF ADJUSTMENTS

A Per CompanyMETERED WATER REVENUE
Per Staff

$ 13,214
$ 13,970 $ 756

Company incorrectly billed seven (7) 1-inch meter customers as 5/8" meter
customers.

B SALARIES AND WAGES
Per Staff

Per Company $
$ 8.031 $ 8,031

Staff took the total salaries and wages from the three affiliated Wilhoit water
systems and Staff applied new allocation methodology.

Total salaries and wages from the three Wilhoit systems $ 44,231

Thunderbird allocation
Yavapai allocation
Blue Hills allocation
Dells allocation
Total customers

128
110
64
67

369

34.69% $
29.81% $
17.34% $
18.16% $

100.00% $

15,343
13,185
7.672
8,031

44,231

C PURCHASED POWER
Per Staff

Per Company $ 2,594
$ 2,371 $ (223)

Staff removed power charges from a second well location that is not used and
useful. Company failed to terminate the welTs pump electricity account with the
local power company.

D CHEMICALS - Per Company
Per Staff

$
$ 1,180 $ 1,180

Per Staff data request, estimated yearly chemicals
Labor invoices submitted for water testing

reclassified to chemicals

$ 575

$
$

605
1,180
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Dells Water Company
Docket No. W-1384A-07-0314
Test Year Ended December 31 , 2006

Schedule FBM-3
Page 3 of 4

S TAFF ADJ US TMENTS  (Co n t.)

E REPAIRS AND MAINTENANCE - Per Company
Per Staff

$ 3 ,316
$ 6 ,232 $ 2,916

To add repairs and maintenance from Staff allocation methodology, to add
other repairs and paint specific to Dells from Wilhoit, and disallowance of
chemicals expense.

Staff All Sites repairs and paint allocation methodology
Added other all sites repairs and paint specific to Dells
Disallowed chemicals expense

$
$
s
$

325
2,643

(52)
2.916

F OFFICE SUPPLIES & EXPENSE - Per Company
Per Staff

$
$ 472 $ 472

To adjust expense to a Staff determined reasonable amount based on number
of customers, number of mailings, postage rate, and estimated costs of
necessary office supplies for a year, and utilizing Staff's allocation methodology.

Total Staff estimated office supplies 8 expense $ 2,602

Thunderbird allocation
Yavapai allocation
Blue Hills allocation
Dells allocation
Total customers

128
110

64
67

369

34.69% $
29.81% $
17.34% $
18.16% $

100.00% $

903
776
451
472

2,602

G WATER TESTING - Per Company
Per Staff

$
$

2,402
1,522 $ (880)

To apply Staff Engineering recommended water testing costs.

H RENTS - Per Company
Per Staff

$ 2 , 400
$ 1 ,650 $ (750)

To adjust rent expense based on Staff's allocation metrology.

Total rents from the three Wilhoit systems $ 6.600

Thunderbird allocation
Yavapai allocation
Blue Hills allocation
Dells allocation

25.00% $
25.00% $
25.00% $
25.00% $

100.00% $

1 ,650
1 ,650
1 ,650
1 ,650
6,600



Dells Water Company
Docket No. W-1384A-07-0814
Test Year Ended December 31 , 2006

Schedule FBM-3
Page 4 of 4

S TAFF ADJ US TMENTS  (Co lly.)

I INSURANCE - GENERAL LIABILITY - Per Company
Per Staff

$
$ B00 $ 600

Total insurance--general liability from the three Wilhoit systems

To adjust insurance expense based on Staff's allocation methodology.

$ 3,307

Thunderbird allocation
Yavapai allocation
Blue Hills allocation
Dells allocation
Total customers

128
110

64
67

369

34.69% $
29.81% $
17.34% $
18.16% $

100.00% $

1 ,147
986
574
600

3,307

J MISCELLANEOUS EXPENSE - Per Company
Per Staff

$
$

1,654
175 $ (1,479)

Disallowance of unsupported expenses. reallocation of miscellaneous
expenses based on Staffs new allocation methodology, and addition of $75 in
membership dues.

K DEPRECIATION - Per Company
Per Staff

$
$ 138 $ 138

Pro Forma Annual Depreciation Expense:

$
$
$
$

27,902Plant in Service
Less: Non Depreciable Plant

Fully Depreciated Plant
Depreciable Plant
Times: Staff Proposed Depreciation Rate Going Forward

Credit to Accumulated Depreciation
Less: Amort. Of CIAC @ 0.00%

$
$
s

24,510
3.392
4.07%

138

Pro Forma Annual Depreciation Expense 138

L TAXES OTHER THAN INCOME - Per Company
Per Staff

$
$

821
- s (821 )

To remove sales tax expense.

M PROPERTY TAXES - Per Company
Per Staff

$
$ 637 $ 637

To record the full 2006 property tax assessment of $637.



Dells Water Company
Docket No. W-1384A-07-0314
Test Year Ended December 31, 2006

Schedule FBM-4
Page 1 of 2

RATE DESIGN
All Classes of Customers

Present -Proposed Rates-

Monthly Usage Charge
5/8" X 3/4" Meter
3/4" Meter
1" Meter
1 %" Meter
2" Meter (Turbo)
3" Meter (Turbo)
4" Meter (Turbo)
6" Meter (Turbo)

$

Rates
6.00
9.00

15.00
30.00
48.00

N/A
N/A
N/A

$

Company
8.00 $

18.00
30,00
60,00
96.00

180.00
300.00
600.00

Staff
11 .of
16.50
27.50
55.00
88.00

176.00
275.00
550.00

2000
1.20

0
1.78

0
Residential Class
Gallons Included in Minimum
Flat Rate per 1,000 gallons above 2,000 gallons

Per 1,000 Gallons up to 3,000
Per 1,000 Gallons from 3,001 up to 10,000
Per 1,000 Gallons above 10,000

1.37
2.06
2.47

Commercial Class
Per 1,000 Gallons from 0 to 34,000
Per 1,000 Gallons above 34,000

N/A
N/A

N/A
N/A

2.06
2.47

Service Line and Meter Installation Charges
5/8" x 3/4" Meter
3/4" Meter
1" Meter
1%" Meter
2" Meter (Turbo)
3" Meter (Turbo)
4" Meter (Turbo)
6" Meter (Turbo)

265
295
345
520
725
N/A
N/A
N/A

520
600
690
935

1,595
2,275
3,520
6.275

520
600
690
935

1,595
2,275
3,520
6.275
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Dells Water Company
Docket No. W-1384A-07-0314
Test Year Ended December 31 , 2006

Schedule FBM-4
Page 2 of 2

RATE DESIGN an (Cont.)
All Classes of Customers

s 20 $
N/A
60
50

100 s
N/A
100
150

30
N/A
60
50

*

*

* *

*

*

* *

*

*

* *

30.00
6%

15,00

Service Charges
Establishment
Establishment (After Hours)
Reconnection (Delinquent)
Meter Test (If Correct)
Deposit
Deposit Interest
Re-Estabtishment (Within 12 Months)
NSF Check
Deferred Payment
Meter Re-Read (If Correct)
Late Fee

15.00
6°/o

15.00
N/A

35.00
6%

35.00
N/A ***

Monthly Service Charge for Fire Sprinkler
4" or Smaller
6"
8"

10"
Larger than 10"

N/A
N/A
N/A
N/A
N/A

N/A
N/A
N/A
N/A
N/A

****

*kg*

****

****

****

*

* *

***

****

Per Commission Rules (R14-2-403.B)
Months off system times the minimum (R14-2-403.D)
1.5% of monthly unpaid balance.
1.00% of Monthly Minimum for a Comparable Sized Meter Connection,
but no less than $5.00 per month. The Service Charge for Fire Sprinklers
is only applicable for service lines seperate and distinct from the primary
water service line.
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Dells Water Company
Docket No. W-1384A-07-0314
Test Year Ended December 31, 2006

Schedule FBM-5

TYPICAL BILL ANALYSIS
General Service 5/8 x 3/4 - inch Meter

Average Number of Customers: 68

Company Proposed Gallons
Present

Rates
Proposed

Rates
Dollar

Increase
Percent

Increase

Average Usage 4,886 $ 9.46 $ 16.70 $ 7.24 76.5%

Median Usage 3,419 s 7.70 $ 14.09 $ 6.39 83.0%

Staff Recommend

100.7%Average Usage

Median Usage

4,8as

3,419

$ 9.46

s 7.10

$ 18.99

$ 15.97

s 9.53

$ 8.27 101.4%

Present & Proposed Rates (Without Taxes)
General Service 5/8 x 3/4 - inch Meter

Present
Rates

Company
Proposed

Rates
%

Increase

Staff
Proposed

Rates
%Gallons

Consumption Increase

0
1,000
2,000
3,000
4,000
5,000
6.000
7,000
8,000
9,000

10,000
15,000
20,000
25,000
50,000
75,000

100,000
125,000
150,000
175,000
200,000

$ 6.00
6.00
6.00
7.20
8.40
9.60

10.80
12.00
13.20
14.40
15.60
21 .60
27.60
33.60
63.60
93.60

123.60
153.60
183.60
213.60
243.60

$ 8.00
9.78

11.56
13.34
15.12
16.90
18.68
20.46
22.24
24.02
25.80
34.70
43.60
52.50
97.00

141 .50
186.00
230.50
275.00
319.50
364.00

33.3%
63.0%
92.7%
85.3%
80.0%
76.0%
73.0%
70.5%
68.5%
66.8%
65_4%
60.6%
58.0%
56.3%
52.5%
51 .2%
50.5%
50.1%
49.8%
49.6%
49.4%

$ 11.00
12.37
13.74
15.11
17.17
19.22
21.28
23.33
25.39
27.44
29.50
41 .83
54.16
66.49

128.14
189.79
251 .44
313.09
374.74
436.39
498.04

83.3%
106.2%
129.0%
109.9%
104.3%
100.2%

97.0%
94.4%
92.3%
90.6%
89.1%
93.6%
96.2%
97.9%

101 .5%
102.8%
103.4%
103.8%
104.1%
104.3%
104.4%
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Dells Water Company
By Dorothy Hairs, P. E.
Docket No. W-01384A-07-0314
(Rates)

EXECUTIVE SUMMARY

Recommendations

Sta ff recommends tha t De lls  Wate r Company ("the  Company") use  deprecia tion ra tes  by
ind ividua l Na tiona l As s ocia tion  o f Re gu la to ry Utility Commis s ione rs  ("NARUC")
ca tegory, a s  de linea ted in Exhibit 6, in the  future . (See  pK and Exhibit 6 for a  discuss ion
and a  tabulation of the  recommended ra tes.)

S ta ff re cormne nds  a pprova l of the  me te r a nd s e rvice  line  ins ta lla tion cha rge s  lis te d in
Table  8. (See  aL of report for discuss ion and de ta ils .)

Wa te r te s ting e xpe ns e s  a re  ba s e d upon pa rticipa tion in the  Arizona  De pa rtme nt of
Environme nta l Qua lity ("ADEQ") Monitoring As s is ta nce  P rogra m. Annua l te s ting
expenses should be  adjusted to $1,522. (See  kJ and Tables 7 for discussion and deta ils .) .

S ta ff recommends  tha t the  Company ins ta ll a  we ll me te r on Well # 55-802749 forty five
(45) days  a fte r the  Decis ion becomes  e ffective . S ta ff e s tima te s  tha t cos ts  of purchas ing
one  1-inch we ll me te r and me te r ins ta lla tion a re  about $750. (See  bE for discuss ion and
de ta ils .)

2.

4.

3.

5.

1.

S ta ff furthe r recommends  tha t the  Company monitor the  sys tem and submit the  ga llons
pumped and sold to de te rmine  the  actua l wa te r loss  for one  full yea r. The  re sults  of this
monitoring and reporting should be  docke ted as  a  compliance  item in this  case  within 13
months  of the  e ffective  da te  of the  orde r is sued in this  proceeding. If the  reported wa te r
loss  for the  pe riod is  grea te r than 10%, the  Company sha ll prepa re  a  report conta ining a
de ta iled ana lysis  and plan to reduce  water loss  to 10% or less . If the  Company be lieves  it
is  not cost e ffective  to reduce  water loss  to less  than 10%, it should submit a  de ta iled cost
bene fit ana lys is  to support its  opinion. In no ca se  sha ll the  Company a llow wa te r loss  to
be  grea te r than 15%. The  wa te r loss  reduction report or the  de ta iled ana lys is , whichever
is  submitte d, sha ll be  docke te d a s  a  complia nce  ite m within 13 months  of the  e ffe ctive
date  of the  order issued in this  proceeding. (See  bE for discussion and de ta ils .)
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S ta ff re comme nds  tha t the  Compa ny file  with Docke t Control, a s  a  complia nce  ite m in
this  docke t by De ce mbe r 31, 2008, a  le tte r from ADWR indica ting tha t the  Compa ny's
wa te r us e  a nd monitoring re quire me nts  ha ve  be e n re s olve d. (S e e  oH of re port fo r
discussion and de ta ils .)

The  sys tem a lso does  not have  adequa te  s torage  capacity to se rve  the  exis ting base  of
customers. S ta ff re c o m m e n d s  th a t th e  C o m p a n y file  th e  ADE Q  Ap p ro va l o f
Cons truction for the  pla nts  re la te d to the  s tora ge  ca pa city improve me nt with Docke t
Control a s  a  complia nce  ite m by De ce mbe r 31, 2008. (S e e  a C & L for dis cus s ion a nd
de ta ils . )

Conclusions:

The most recent lab ana lysis  provided by the  Company indica tes  tha t the  a rsenic leve ls  in
the  wells  used by the  Company are  exceeding the  new arsenic MCL.

A che ck of the  Complia nce  S e ction da ta ba s e  indica te d tha t the  Compa ny ha d no
de linquencies .

3 The  Compa ny is  in complia nce  with ADEQ wa te r qua lity s ta nda rds  a nd is  de live ring
wa te r tha t mee ts  wa te r qua lity s tanda rds  required by Arizona  Adminis tra tive  Code , Title
18, Chapte r 4. (See  kG of report for discuss ion and de ta ils .)

The  most recent lab ana lysis  provided by the  Company indica tes  tha t the  a rsenic leve ls  in
the  we lls  used by the  Company a re  3.2 pg/l which a re  be low the  new a rsenic MCL. (See
aD of report for discuss ion and de ta ils .)

6.

7.

4.

2.

5.

1 .

Dells  Wate r Company is  in Arizona  Depa rtment of Wate r Resources  ("ADWR") Pre scott
Active  Management Area , and ADWR has  indica ted tha t the  Company's  reported wa te r
use  a nd monitoring re quire me nts  a re  in que s tion a nd will be  a udite d. (Se e  oH of re port
for discussion and de ta ils .)
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ADWR No. Loca tion
Pump

(HP )

Yield
(GP M)

Casing
S ize  (in

inche s) &
De pth (in

ft)

(Me te r
Size

inches)

Year
drilled

55-802748
Parcel

#106-13-
026F

1 8
4" cas ing

& 30' de e p
% n/a

55-802749
Parcel

#106-13-
026F

3 40
4" cas ing

& 30' de e p
none n/a

TOTAL: 48

I

ENGINEERING REPORT
DELLS WATER COMPANY, INC

DOCKET NO. W-01384A-07-0314 (RATES)

A. PURPOSE OF REPORT

This  re port wa s  pre pa re d in re s pons e  to the  a pplica tion of De lls  Wa te r Compa ny. ("De lls " or
"Compa ny") with the  Arizona  Corpora tion Commiss ion ("ACC" or "the  Commiss ion") for a  ra te
increase . An ins pe ction a nd e va lua tion of the  Compa ny's  wa te r s ys te m wa s  conducte d by
Dorothy Ha irs , Wa te r Engine e r, in the  a ccompa nime nt of J im We s t, re pre s e nta tive  from the
De lls  Wa te r ("De lls "), Ke vin Cunningha m, P re s cott P ump's  e mploye e , Fre ddie  Ma la pit, ACC
Staff on September 17, 2007.

B. LO C ATIO N O F  S YS TE M

The  Company is  loca ted northeas t of the  City of P re scott ("City") and wes t of HWY 89 nea r the
Willow Cre e k, in Ya va pa i County. Atta che d Exhibits  l a nd 2 de ta il the  loca tion of the  s e rvice
a re a  in  re la tion to  o the r Commis s ion re gula te d compa nie s  in  Ya va pa i County a nd in  the
imme dia te  a re a . The  Compa ny se rve s  a n a re a  a pproxima te ly ha lf squa re  mile  in s ize  tha t is  a
portion of Section 13, of Township 14 North, Range  2 West.

c .

1.

DE S CRIP TION OF S YS TE M

Sys tem Des cription

The Company owns and operates a water system that consists of two wells, a storage tank and
distribution system. Both wells are located on the same lot (Parcel #106-13-026F). The
Company served approximately 70 metered customers during the test year, the majority of which
are residential. Exhibit 3 is a schematic drawing of the water system. A detailed listing of the
Company's water system facilities are as follows:

Table  1 Well Da ta



ADWR ID
No.

I

!

y

Loca tion
Pump

(HP )

Yield
(GP M)

Casing
S ize  (in

inches) &
De pth (in

ft)

Year
abandoned

from
service

Year
drilled

I
I
1 55-802747

Parcel #106-
13-026F n/a n/a n/a n/a n/a

Ma
Parcel #106-

13-026F n o n e none
Approx

3' casing,
15' deep

n/a n/a

Ma
Parcel #106-

13-026F n o n e n o n e
Approx

3' casing,
15' deep

n/a n/a

i
4 55-802750

adj cent to
HWY 89 n/a: n/a

4" casing
& 250'
deep

n/a
l
i
I

n/a

li
Capaci ty
(Gallons)

Quanti ty Locat ion r
5,000 1 Parcel #106-13-026F

Tota l: 5,000 ga llons

Diameter  (inches) Ma te ria l Length (feet)
6 polyvinyl  ch lor ide ("PVC") 19,700

Size (inches) Quanti ty
5/8 x 3/4 59

% We
1 8

1% n/a
2 n/a

Total 67

1
v

Dells Water  Company
Docket  No.  W-01384A-07-0314
Page 2

Table IA Plant Not Used and Useful

Note: * Well is hand dug well.

Table 2 Storage Tank

Table 3 Distr ibution Mains

Table 4 Meters



Month Number
of

Customers

Water Sold
(ga llons )

Water
pumped
(ga llons )

Water
purchased
(ga llons )

Da ily Avera ge
(gal/day/cus tomer)

Jan 06 79 477,537 n/a 0 195

Feb 06 78 571,912 n/a 0 262

Ma r 06 78 392,002 n/a 0 162

Apr 06 78 607,520 n/a 0 260

Ma y 06 78 916,925 n/a 0 379

Jun 06 78 1,021,813 n/a 0 437
Jul 06 75 940,776 n/a 0 405

Aug 06 74 788,805 n/a 0 344

Sep 06 74 735,218 n/a 0 331

Oct 06 70 630,242 n/a 0 290
Nov 06 70 386,673 Wa 0 184
Dec 06 70 388,232 n/a 0 179

Tota l 7,857,673
Average 286

Dells  Wate r Company
Docke t No. W-01384A-07-0314
Page 3

11. System Analysis

The  sys te m curre ntly s e rve s  70 me te r cus tome rs . The  e xis ting s tora ge  ta nk ha s  ca pa city to
provide  s e rvice  to  a pproxima te ly 36 cus tome rs  ba s e d on wa te r us e  da ta  provide d by the
Company for 2006. See  aL for furthe r discuss ion.

D. ARS E NIC

The  U.S . Environme nta l P ro te ction  Age ncy ("EP A") ha s  re duce d  the  a rs e n ic  ma ximum
conta mina nt le ve l ("MCL") in drinking wa te r from 50 microgra ms  pe r lite r ("Ag/l") or pa rts  pe r
billion ("ppb") to 10 ug/1. The  mos t recent lab ana lys is  provided by the  Company indica te s  tha t
the  arsenic leve ls  in the  wells  used by the  Company are  3.2 Ag/l which are  be low the  new arsenic
MC L.

E. WATER US AGE

Table  5 summarizes  wa te r usage  in the  Company's  CC&N area . Exhibit 4 is  a  graph tha t shows
water consumption data  in ga llons per day per connection for the  system during the  test year.

Table  5 Water Usage

I. Wa te r S o ld

Based on information provided by the  Company, during the  te s t yea r the  Company experienced
an ove ra ll da ily ave rage  use  of 286 ga llons  pe r day ("god") pe r cus tomer, a  high use  of 437gpd
pe r cus tome r a nd a  low use  of le s s  tha n 162 god pe r cus tome r. The  highe s t tota l monthly use
occurred in June , when a  tota l of 1,021,831 ga llons  were  sold to 78 cus tomers . The  lowest tota l
monthly use  occurred in March, when 392,002 ga llons were  sold to 78 customers .



year Nos. of Customers
1999 71 Reported
200 65 Reported

2001 66 Reported
2002 63 Reported
2003 64 Reported
2004 67 Reported
2005 66 Reported
2006 70 Reported
2007 71 Estimated

Dells  Wa te r Company
Docke t No. W-01384A-07-0314
Page 4

11. N011-accollllt Water

Non-account wa te r should be  10% or less  and never more  than 15%. It is  important to be  able  to
re concile  the  diffe re nce  be twe e n wa te r s old a nd the  wa te r produce d by the  s ource . A wa te r
ba la nce  will a llow a  wa te r compa ny to ide ntify wa te r a nd re ve nue  losse s  due  to le a ka ge , the ft,
and flushing.

The  Company reported 7,857,673 ga llons  of wa te r sold and did not report the  number of ga llons
pumpe d during the  te s t ye a r. The  Compa ny ins ta lle d one  we ll me te r in Ma rch 2007 a nd the
second production we ll is  not equipped with we ll me te r. Based on the  unknown "actua l" ga llons
pumpe d, the  wa te r los s  pe rce nt ca nnot be  de te nnine d a t this  time . S ta ff re comme nds  tha t the
Compa ny ins ta ll a  we ll me te r on We ll #  55-802749 forty five  (45) da ys  a fte r the  De cis ion
becomes  e ffective . S ta ff e s tima te s  tha t cos ts  of purcha s ing a  1-inch we ll me te r a nd me te r
ins ta lla tion a re  about $750.

S ta ff furthe r recommends tha t the  Company monitor the  sys tem and submit the  ga llons  pumped
and sold to de te rmine  the  actua l wa te r loss  for one  full yea r. The  re sults  of this  monitoring and
reporting should be  docke ted as  a  compliance  item in this  case  within 13 months  of the  e ffective
da te  of the  orde r is sue d in this  proce e ding. If the  re porte d wa te r los s  for the  pe riod is  gre a te r
than 10%, the  Company sha ll prepare  a  report conta ining a  de ta iled ana lys is  and plan to reduce
wate r loss  to 10% or le ss . If the  Company be lieves  it is  not cos t e ffective  to reduce  wa te r loss  to
less  than 10%, it should submit a  de ta iled cos t benefit ana lys is  to support its  opinion. In no case
sha ll the  Company a llow wa te r loss  to be  grea te r than 15%. The  wa te r loss  reduction report or
the  de ta iled ana lys is , whicheve r is  submitted, sha ll be  docke ted a s  a  compliance  item within 13
months of the  e ffective  da te  of the  order issued in this  proceeding.

F . G RO WTH P RO J E CTIO N

Ba s e d on the  s e rvice  me te r da ta  conta ine d in the  Compa ny's  a nnua l re ports , the  numbe r of
cus tome rs  de cre a s e d from 71 a t the  e nd of 1999 to 70 by the  e nd of 2006, with a n a ve ra ge
growth ra te  of 2 cus tomers  pe r year from 2002 to 2006. Based on the  linear regress ion ana lys is ,
the  Compa ny could ha ve  a pproxima te ly 77 cus tome rs  by the  e nd of 2011. The  following ta ble
summarizes  actua l and projected growth in the  Company's  exis ting certifica ted service  a rea .

Table  6 Actual and Proj ected Growth



2008 72 Estimated
2009 74 Estimated

2010 76 Es tima ted
2011 77 Estimated
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G. AR IZO NA DE P AR TME NT O F  E NVIR O NME NTAL Q UALITY (" ADE Q " )
C O MP LIANC E

S ta ff re ce ive d complia nce  s ta tus  re ports  from ADEQ da te d Ma y 31, 2007, in which ADEQ
sta ted tha t the  system (PWS #13-029) has  no major deficiencies . ADEQ has  de te rmined tha t the
s ys te m is  curre ntly de live ring wa te r tha t me e ts  wa te r qua lity s ta nda rds  re quire d by Arizona
Adminis tra tive  Code , Title  18, Chapte r 4.

H . ARIZONA DEP ARTMENT OF WATER RES OURCES  (4c ADwRn )
C O MP LIANC E

The  Compa ny is  within the  P re scott AMA, a nd conse que ntly is  subje ct to ADWR re porting a nd
cons e rva tion re quire me nts . In re s pons e  to S ta ff's  re que s ts  for a  complia nce  s ta tus , ADWR
provide d a  copy of its  Advis ory le tte r to  Wilhoit Wa te r Compa ny da te d  Octobe r ll, 2007.
According to the  le tte r, the  Company's  three  wa te r sys tems  (Yavapa i, Blue  Hills  and De ll's ) a re
not in compliance  with ADWR requirements  for ca lenda r yea r 2006, ba sed on ADWR's  audit of
the  Compa ny's  2006  Annua l Withdra wa l a nd  Us e r Re port. The  Compa ny s ha ll p rovide
conforma tion of re pa ir or ins ta lla tion of ne w me te rs  for a ll its  we lls  to ADWR by De ce mbe r ll,
2007. The  Company's  2007 Annua l Withdrawa l and Use r Report will have  to include  the  pa rtia l
meter readings  for the  fourth quarte r of 2007.

Staff recormnends that the  Company file  with Docket Control, as  a  compliance  item in this
docket by December 31 , 2008, a letter from ADWR indicating that the Company's water use and
monitoring requirements have been resolved.

1. AC C  C O MP LIANC E

A check of the Compliance Section database indicated that the Company had no delinquencies.

J . WATER TES TING EXP ENS ES

The  Compa ny is  s ubje ct to ma nda tory pa rticipa tion in the  Monitoring As s is ta nce  P rogra m
("MAP "). S ta rting J a nua ry 1, 2002, wa te r compa nie s  pa id a  fixe d $250 pe r ye a r fe e , plus  a n
additiona l fee  of $2.07 pe r se rvice  connection, rega rdless  of me te r s ize  for pa rticipa tion in MAP.
Participa tion in the  MAP program is  manda tory for wa te r sys tems, which se rve  le ss  than 10,000
persons (approximate ly 3,300 service  connections).

The Company reported its water testing expense at $2,402.38 during the test year by combining
the  tes ting cos ts  and wate r opera tor's  fees . Staff has reviewed these  expenses and has
recalcula ted the  annual expense by adding the  omitted monitoring requirements  for lead &
copper and Dis infection/Dis infection By-Product ("D/DBP"). Annua l D/DBP monitoring



4
|

Tota l coliform - monthly

Monitoring
(Tests per 3 years, unless noted.)

Cost per
test

No. of
tests per
test year

\iAnnua l
Cos t

$68* 12 $816

MAP MAP MAP

MAP MAP MAP

$55* 1 $55

MAP MAP MAP

MAP MAP
I

MAP

MAPMAP MAP
$45
$75

5/3
1/3

$75
$25

$335
$50

1/3
1/3

$15* 3

422 .19 '

$1,522

Inorganrcs  - P riority Pollutants

Radiochemical .- per 4 years

Phase  II and V:

Nitra te  - a nnua l

Nitrite  - once  pe r pe riod

Asbestos per 9 years

IOns, SOCs, & VOCs

Lead & Copper ,- per 3 years
- Sampling & shipping samples

D/DBP2

TTHM/HH5 - per 3 years
- Sampling & shipping samples

l Maximum Residual Disinfection
Le ve l ("MRDL")
MAP Fee

Tota l

$112
$17

$45

|
$422.19
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a pplie s  to a ny public wa te r sys te m tha t a dds  a  ha loge na te d dis infe cta nt during the  tre a tme nt
proce s s . Ta ble  7 s hows  S ta ffs  a djus te d a nnua l monitoring e xpe ns e  e s tima te  of $1,522 with
pa rticipa tion in the  MAP .

Table  7. Wate r Tes ting  Cos t

Note : * means tha t there  was invoice  to support the  cost.

K. D E P R E C IAT IO N  R AT E S

S ta ff ha s  de ve lope d typica l a nd cus toma ry de pre cia tion ra te s  within the  ra nge  of a nticipa te d
equipment life . These  ra tes  are  presented in Exhibit 6, and should be  used to ca lcula te  the  annual
deprecia tion expense  for the  Company in this  applica tion. It is  recommended tha t the  Company
use  de pre cia tion ra te s  by individua l Na tiona l Associa tion of Re gula tory Utility Commiss ione rs
("NARUC") ca tegory, a s  de linea ted in Exhibit 6, in the  future .



Me te r S ize Current
Charges]

Com pa ny
P ropos e d
Cha rge s

S ta ff
Re com m e nde d

S e rvice  Line
Cha rges

S ta ff
Recommended
Meter Charges

S ta ff Re com m e nde d
Tota l Cha rges

5 /8  x3 /4 -inch $265 $520 $385 $135 $520

3/4-lnch $295 $600 $385 $215 $600

$690

$935

$1,595

I

1 -inch $345 $690 $435 $255

1 -%-inch $520 $935 $470 $465

2-inch
(turbo)

$725 $1,595 $630 $965

2-inch
compound)

N/A N/A N/A N/A

$935

N / A

3-lnch
(turbo)

N/A $2,275 $805 $1,470 $2,275

r
N/A

$3,520

3 -inch
com pound)

N / A N/A N/A N/A

4-lnch
(turbo)

N/A $3,520 $1,170 $2,350

4-inch
(compound)

N/A N/A N/A N/A

5-lnch N/A N/A N/A N/A

N/A

N/A

$6,275N/A $6,275 $1,730 $4,5456" (turbine)
N/A N/A N/A N/A N/A6-inch

(compound)

I
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L .

1.

OTHER ISSUES

Service Line and Meter Installation Charges

The  Compa ny is  propos ing to re vis e  its  me te r a nd s e rvice  line  ins ta lla tion cha rge s . These
cha rge s  a re  re funda ble  a dva nce s  a nd the  Compa ny's  propos e d cha rge s  a re  within S ta ffs
e xpe rie nce  of wha t a re  re a s ona ble  a nd cus toma ry cha rge s . The re fore , S ta ff re comme nds
a pprova l of s e pa ra te  me te r a nd s e rvice  line  ins ta lla tion cha rge s  a s  s hown unde r the  S ta ff
Recommended column in Table  8.

Table  8 Service  Line  and Mete r Ins ta lla tion Charges

No te :  1 .  Da ta  we re  b a s e d  o n  De c is io n  # 5 6 8 5 6 .

II. Curtailment Tariff

The  Company has  an approved curta ilment ta riff on file  with the  Commiss ion.



Ite m De s c rip tion Estimated cost (S)
One 20,000 ga llon tank 30,000

Piping, control pane l, e lectrica l, e tc. 15,000
la bor 7,000

15% enginee ring & contingency 7,800
To ta l 59,800

Ite m De s c rip tion Estimated cost ($)
Ins ta lla tion of a  250' deep 4" ca s ing we ll 8,000
One  we ll pump with minimum flow of 15

GP M
3,000

Piplng, control pane l, e lectrica l, e tc. 15,000
la bor 7,000

15% enginee ring & contingency 4,9500
To ta l 37,950

Illll
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III. Cros s  Connec tion  or Backflow Ta riff

The  Company has  an approved curta ilment ta riff on file  with the  Commiss ion.

IV. Storage Capacity

To re solve  the  e xis ting s tora ge  ca pa city proble m, the re  a re  se ve ra l options  tha t the  Compa ny
could se lect: (l) Option #1 To ins ta ll an additiona l s torage  tank; (2) Option #2 To deepen and to
re conne ct one  of the  ca ppe d we lls  , a nd (3) Option #3 To inte rconne ct to the  wa te r sys te m to
City of P re scott. S ta ff re comme nds  tha t the  Compa ny file  the  ADEQ Approva l of Cons tnlction
for the  plants  re la ted to the  s torage  capacity improvement with Docke t Control a s  a  compliance
item by December 31, 2008.

(1) Option #1 to  ins ta ll an  additiona l s torage  tank
S ta ff e s tima te s  tha t the  Compa ny will ne e d a n a dditiona l 20,000 ga llon of s tora ge  ca pa city to
provide  adequate  s torage  for its  exis ting customers. The  table  be low lis ts  Staff" s  estimated cost:

(2) Option #2 to deepen and Reconneet one of the capped wells
Staff es timates  tha t the  Company will need a  well tha t is  a  minimum of 250 fee t deep. The  table
be low lis ts  S ta ff s  e s timated cost to rehabilita te  one  of the  Company's  exis ting capped well:

(3) Option #3 to interconnect to the City of Prescott Water ("City") system
Because  the re  is  an exis ting transmiss ion line , be longing to the  City ins ta lled benea th HWY 89,
S ta ff e s tima te s  tha t the  cons truction will re quire  200 fe e t of 6 inch ma in from the  Compa ny's
s torage  tank to the  City's  transmission line . The  table  be low lis ts  S ta ff" s  es timated cost:



Ite m De s c rip tion Estimated cost (S)
Ins ta lla tion of 200' of 6" ma ins 13,200

Connection permit fee 1,000
la bor 7,000

15% enginee ring & contingency 3,180
To ta l 24,380

1
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v. Othe rs

The re  a re  othe r non-wa te r te s ting re la ted expenses  such a s  "checking chlorina tor and fill the
chlorina tor" a nd "pre pa ra tion of Consume r Confide nce  Re port" in the  invoice s  ide ntifie d for
wa te r te s ting. For purpos e s  of cla rifica tion, S ta ff re move d the  e xpe ns e s  of "che cking
chlorina tor and fill the  chlorina tor" and "prepa ra tion of Consumer Confidence  Report" from its
recommended wa te r te s ting expense . Tota l e xpe ns e s  of "che cking chlorina tor a nd fill the
chlorina tor" and "prepara tion of Consumer Confidence  Report" during the  2006 te s t yea r were
$605 that Staff believes are  reasonable  and appropriate .
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E XHIB IT 1

Dells  Certifica te  Se rvice  Area
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EXHIBIT 2.

LOCATION OF DELLS WATER COMPANY SERVICE AREA



9-18-07

Dells Water System
(PWS #13-029)

Distribution

I I
I I

Well (aqiacem to HWY 89 @ tributary to
Willow Lake drilled year unknown)
DWR #55-802750 (4" casing, 250' d°¢P)
abancbn6¢I.

2,100 gal

pressure tank

/I

Well lot is located at a parcel (parcel # 106-13-026F) next to
#21 of Liberty Ln

wen #1 (arinea in unknown)

DWR # 55»802748 (4" casing,
30" deep), 8 rpm, l-I-[P

(suhmersrble pump)

>I OI
I r

Two 3-HP
%" Mae

Installed in mala:
2007

Air oomprmscr
was installed in

March 2005

4\
Ca(0CI)2
Injection

5,000 gad lm

storage tank
>

iWe] #2 (drilled in \| known)

DWR # 55-802749 (4" casing,
30' deep), 40 so. 3-HP

(summsibn PUMP)

I >I
I I

I I
I I

Well #3 (drilled year unknown)
(hand dug well, ahemdnned)

Well (drilled In unknown)

DWR # 55-802747, 4" casing, 30' dew
abandoned due to well went to dry

I I
I I

I I
I I

Well #4 (drilled year unknown)

(hand dug well, abandoned)
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EXHIBIT 3

S YS TE MATIC  DR AWING



Dells Water Co. Water Usage
During Test Year (January 2006 - December 2006)
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EXHIBIT 4

WATER USAGE ON THE DELLS WATER COMPANY SERVICE AREA
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EXHIBIT 5

ACTUAL AND PROJECTED GROWTH IN DELLS WATER COMPANY SERVICE
AREA

Actual & Projected Growth In Dells Water Company Water
CC&N Area
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Acct.
No .

Depreciable  P lant

Average
Service

Life
(Ye a rs )

Annua l
Accrua l

Ra te  (%)

304 Structures & Improvements 30 3.33
305 Colle cting & Impounding

Rese rvoirs
40 2.50

306 La ke , Rive r, Canal Intakes 40 2.50
307 We lls  & S prings 30 3.33
308 Infiltra tion Ga lle rie s 1 5 6.67
309 Raw Wate r Supply Ma ins 50 2.00
310 Power Generation Equipment 20 5.00
311 Pumping Equipment 8 12.5
320 Water Trea tment Equipment

320.1 Water Treatment Plants 30 3.33
320.2 Solution Chemica l Feeders 5 20.0
330 Dis tribution Res ervoM &

Standpipes
330.1 Storage Tanks 45 2.22
330.2 Pressure Tanks 20 5.00
331 Tra nsmis s ion & Dis tribution Ma ins 50 2.00
333 Services 30 3.33
334 Me te rs 12 8.33
335 Hydra nts 50 2.00
336 Backflow Prevention Device s 1 5 6.67
339 Othe r P la nt & Misc Equipme nt 1 5 6.67
340 Office  Furniture  & Equipme nt 1 5 6.67

340.1 Computers & Software 5 20.00
341 Transporta tion Equipment 5 20.00
342 Stores  Equipment 25 4.00
343 Tools , Shop & Garage  Equipment 20 5.00
344 Labora tory Equipment 10 10.00
345 o .P owe r e ra sed Equipment 20 5.00
346 Communica tion Equipment 10 10.00
347 Misce llaneous  Equipment 10 10.00
348 Other Tangible  P lant

-r
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Exh ib it 6

...

Water Deprec ia tion  Ra tes


